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IEOR 150 MIDTERM #2
November 6, 2007

This exam has 6 questions with a total of 100 points. If you need to make
assumptions, please state them clearly and justify them briefly. Please show ali of
your work, as pariial credit will be given. If you cannot complete a question, you may

receive partial credit for explaining how you would have finished the problem if you had
more time. Please write legibly. '

Problem Points

Total




(22 points)
Note: The two parts of this quéstion are independent of one another.

1. The ASUC bookstore has collected the following deseasonalized data on sales
of small biue books (for exams)..

2005 2006 2007

January - June 6000 6500 7050
July - December _ 6350 6700

(@) The manager thinks “that the trend is about 250 per period. Do you agree or
‘fdisagree? (Do only enough analysis to support your opinion.) Explain. (Hint: the
manager recalls that St was 5750 as of the end of 2004.) (6 points)




(b) The manager of the ASUC hookstore thinks that Winters' model is too
complicated and wants to use simple exponential smoothing to forecast the
deseasonalized demands. Suppose the forecast of deseasonalized demand for
July - December 2006 had been 6400.

‘Part 1: Use « = 0.3 and forecast demand from the second half of 2006 onward 6

points).

Part 2: As of July 1, 2006, the value of MAD was 200 and the smoothed error (SE)
was —100 (i.e., the forecast was consisiently lower than the actual demand). The
company had been using a tracking signal since the beginning of 2005. Would the
tracking signal be out of control by the end of the first half of 2007? Explain. (10
points)




(dY What values of the smoothing constants (for Winters' model) would you use for
your data set? Why? (6 poinis)



















